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KEY ECONOMIC INDICATORS 


All values in million US $ Exchange rate 
unless otherwise stated US $1.00 =30 drachme 


: : 3____ Percentage Change 
1973 : 1974 ¢ 1975 321974 over :75 over same 
3 : 3 1973 3s pd. of 74 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices a/ 14,250 +15 
GNP at Constant (1958) Prices a 8,234 +3 
Per Capita GNP, current pr. ($) a 1,592 +1, 
Gross Fixed Inv. (current prices 4,389 

Consumption (current prices) 12,366 

Ind'1 Prodn. (1959=100) (1/75) 367.6 

Avg. Industrial Wage (1966=100) 231 

Unemployment Rate (non-agric.) 1.5% 


MONEY AND PRICES 


Money Supply (1/75) 3,105 

Public Debt Outstanding 3,136 3,803 

External Debt 3,635 4,477 

Debt Service Ratio 13.4% 15% 

Rediscount Rate Bk of Greece(4/75) 9% 8% 

Consumer Price Index (1/73=100) 110.4 140.1 149.9 a/ 
Wholesale Price Index (1961=100) 166.9 228.2 239.0 d/ 


BALANCE OF PAYMENTS AND TRADE 


Imports e/ (Jan-Feb 1975) 4,047 4,659 845 
Exports e/ (Jan-Feb 1975) 1,230 1,774 359 
Trade deficit e/ (Jan-Feb 1975) -2,817 -2,885 -486 
Net Invisibles e/ (Jan-Feb 1975) 1,629 1,646 191 
Current Acct deficit e/(Jan-Feb 75) -1,188 -1,239 =295 
Gold & For. Exch. Reserves (2/75) 1,016 904, 907 
Exports, FOB - US oni 6.4% 6% Ne, 
Imports CIF - US share f 8.8% 8.6% NeBe 


Main Imports from US (1974, $ million). Foodstuffs $154; machinery & transport 
equipment $87; other manufactured goods $61; chemicals $33; raw materials $23. 


Footnotes: 
a/ GNP at Factor Cost b/Preliminary c/Estimate d/Avg. Jan/Feb 1975 e/Foreign 
exchange data f/Customs data. 


Sources: Bank of Greece and other agencies. 





SUMMARY 


Greece finished 1974, as did many of her OECD partners, 
grappling with stagnation, inflation, and balance of payments 
problems. Real GNP declined 2 percent in 1974; prices climbed 
13.5 percent during the year; and the government did well to hold 
the current account deficit to about $1.2 billion in light of skyrocketing 
oil prices. 


In 1975, government policy aims at mild stimulation, witha 
GNP growth target of 2 to 4 percent. With respect to inflation, 
unofficial estimates are for price increases of 12 to 14 percent this 
year. Sharp increases in indirect taxes, public utility rates, 
government monopoly prices, commutation costs,and heavy pressure 
for ''catcheup'"' wage hikes have characterized the first quarter. 
Trade and current account deficits are expected to be of roughly the 
same magnitude this year as in 1974. With foreign exchange reserves 
equivalent to about two months of imports, Greece will need large« 
scale foreign borrowing in 1975, for which prospects are favorable. 


The Greek Government has stressed its intention of expediting 
complete integration with the Common Market. The "unfreezing" of 
the Greek#EEC relationship will open up new channels of foreign 
official assistance, In March, the drachmaedollar tie was ended, 
and the drachma will henceforth be valued through a basket of 
currencies of Greece's major commercial and financial partners, 
including the dollar. 


Imports from the United States in 1974 totaled $365 million, 
up by 29 percent over 1973. Longer term market prospects for U.S. 
exporters in Greece are promising, as the government contemplates 
major public investment projects as well as stimulation of private 
industrial investment. An April visit by Eximbank Chairman William 
Casey generated considerable enthusiasm in both official and private 
circles on possibilities for expanded U.S. exports. Areas of particular 
potential for exports of U.S. capital goods/technical services include 
nuclear and other energy development, petrochemicals, fertilizers, 
minerals (bauxite, magnesite, etc.), aviation equipment, and the 
Athens subway. The presence of U.S. branch banks can further 
facilitate U.S. exports. 


The government has confirmed the constitutional validity of 
basic foreign investment law 2687, but revisions of certain contracts 
concluded during the junta period are being sought, where ''the state 
and society as a whole have suffered damage," 





CURRENT ECONOMIC SITUATION AND TRENDS 


Stagnation, Inflation, Balance of Payments Deficit 


Greece finished 1974, as did many of her OECD partners, grappling 
with stagnation, inflation, and balance of payments problems. Real GNP 
declined 2 percent in 1974; prices climbed 13.5 percent during the year; 
and the government did well to hold the current account deficit to about 
$1.2 billion in light of skyrocketing oil prices. 


According to preliminary figures (GNP at Factor Cost, constant 
prices) secondary output dropped 8 percent, and income from services 
declined 2 percent. Agricultural qitput registered a respectable 12 percent 
increase. By sector, primary production accounted for 16 percent of GNP 
at Factor Cost, the contribution of secondary output declined slightly to 
34 percent, and services remained at 50 percent. Gross fixed private 
investment and public investment both dropped 26 percent (constant prices) 
in comparison with 1973. Greek Government spokesmen estimate a growth 
rate in the range of 2 to 4 percent for 1975.for GNP in constant prices. 


The steep upward trend in prices which began in late 1972 levelled 
off during the second half of 1974. The Consumer Price Index in December 
1974 exceeded that of December 1973 by 13.5 percent, compared to a 31l 
percent increase for December 1973 «# December 1974. For February 1974 a 
February 1975 the increase was 13.8 percent. The National Statistical 
Service Wholesale Price Index rose 12.4 percent from December 1973 to 
December 1974, and 6.3 percent from February 1974 to February 1975. 
Government representatives have informally estimated price increases of 
12 to 14 percent for 1975, but this may be optimistic in light of significant 
increases in indirect taxes, prices of government monopoly items, public 
utility rates, commutation costs, and continuing pressure for "catcheup"' 
wage hikes. In January 1975 the money supply exceeded the January 1974 
level by 25 percent, with most of the increase having occurred during the 
July-August 1974 peak of the Cyprus crisis. Given the slackness in 
demand, this large increase has probably not yet had an inflationary impact. 


As indicated in the table on page 2, exports climbed 44 percent in 
1974, a healthy rise even if higher prices were partially accountable. 
Imports rose 15 percent, a very modest increase in view of rising intere 
national price levels and Greece's total dependence on external sources 
for petroleum. Important factors in this phenomenon were improved 
agricultural production, a reduction in import demand partially resulting 
from enormous stockpiling in 1973 and partially from the domestic downe 
turn, and governmental measures to discourage imports. The merchandise 
deficit was only 2 percent higher than in 1973. Invisible receipts rose 8 
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percent, with a 46 percent increase in shipping remittances, and declines 
of 12 and 15 percent, respectively, in emigrant remittances and tourist 
income. The current account deficit stood at $1.24 billion, 4 percent 
above the 1973 figure. Net private and official capital inflow increased 
slightly to $1.1 billion. A major feature of the capital account was $305 
million in borrowing from foreign banks and the IMF oil facility by the 
Bank of Greece. Official assets in gold and convertible currencies 
declined by $112 million during 1974, and stood at year's end at $904 
million. Outstanding foreign supplier credits amounted to $1.06 billion 

at the end of 1974. Total postwar foreign indebtedness as of December 31, 
1974 is estimated at $4.2 billion, 25 percent over the December 1973 level. 
The debt service ratio (total foreign debt in relation to total exports and net 
invisible earnings) is estimated at 15 percent, an acceptable level fora 
nation at Greece's stage of development. 


Forecasts for 1975 indicate that the trade and current account 
deficits should be of roughly the same magnitude as in 1974. Assuming 
some stabilization of economic conditions in the western world and no 
worsening of Greek«Turkish relations, exports are expected to continue 
their upward trend, and foreign exchange income from tourism could 
rebound somewhat from a poor showing in 1974 (although the number of 
tourists may not increase). Greece will nevertheless have to resort to 
largeescale foreign borrowing in 1975, and government spokesmen have 
identified the IMF oil facility and the OECD safety#net as possible sources 
of financing. 


Caramanlis Government's Economic Program 


Around the turn of the year both Prime Minister Caramanlis and 
Minister of Coordination Papaligouras emphasized in major policy state« 
ments that 1975 would be a year of sacrifice « a year to restore economic 
order. As with most western governments, Greek policy makers found 
themselves faced simultaneously with inflation and stagnation. At first 
inclined to give inflation priority attention, government policy has gradually 
shifted in the direction of mild stimulation, The final public investment 
budget (32 billion drachmas) was well above the originally announced 
figure of 27 billion drachmas, and 41 percent above that for 1974. The 
government's recently announced credit policy is designed to stimulate 
investment in manufacturing and exports. The government has also taken 
measures to stimulate the construction sector, perhaps the hardest hit 
area last year. 


Greece's perennial trade deficit has been aggravated by petroleum 
prices and by defense requirements, The government hopes to ameliorate 
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the situation by promoting domestic and foreign investment (see section 
B. 3) in export and import substitution ventures, by reforming the agrie 
cultural sector to reduce agricultural imports, and by expediting the 
development of Greece's indigenous energy resources, including the 
Thassos oil field. 


Closer relations with the Common Market is a major element 
in current economic policy. The government emphasized its intention 
of seeking full integration well in advance of the originally planned target 
of 1984. November 1, 1974, marked the tenth and final adjustment of 
Greek import duties for manufactured goods not produced locally and for 
certain agricultural products, eliminating duties on EEC-originated 
products and bringing this portion of the Greek tariff schedule into line 
with the Common External Tariff. The freeze in GreekeEEC relations 
has ended, thus releasing $56.7 million in European Investment Bank 
funds earmarked for Greece before the 1967 coup. Terms for the 
extension of Greece's association to the EEC's three new members 
have been concluded, and discussions on agricultural harmonization 
and a second financial protocol have been initiated. 


On March 7, the drachmaedollar tie was ended. The drachma 
will now be valued through a basket of currencies of Greece's major 
commercial and financial partners, including the dollar. Government 
spokesmen emphasized that the primary purpose of the measure is to 
promote stability in the drachma's relationship to the currencies of 
Greece's major trade partners. Adjustments in the parity of the drachma 
have been very slight to date. 


IMPLICATIONS FOR THE UNITED STATES 


U.S. Sales Up Substantially 


U.S. exports to Greece during CY 1974 (based on customs data) 
reached $365 million, up 29 percent over 1973, while the U.S. market 
share dropped slightly to 8.6 percent. Sales of foodstuffs were up 227 
percent to $154 million, manufactured goods up 80 percent to $61 million, and 
chemicals up 25 percent to $33 million. Machinery and transport equipment, 
on the other hand, dropped 42 percent to $87 million, 


In 1975 the Greek Government will attempt to minimize none 
essential imports. However, probable revitalization of the economy 
offers the prospect of improved market conditions later in 1975 and 
especially in 1976. Long-range sales potential for U.S. exports in 
Greece, considering this nation's impressive economic development 
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over the last two decades, continues to look bright. Energetic salesmane 
ship and competitive financing remain key factors, especially as U.S. 
exporters have to cope with progressive reductions in Greek tariffs to 
Common Market members. A recent visit by ExporteImport Bank 
Chairman Casey generated considerable enthusiasm in both official and 
private circles on the potential for expanded U.S. exports. Recently 
liberalized Eximbank facilities can augment U.S. competitiveness, and 
the presence of a number of U.S. branch banks in Greece can also 
facilitate initial and sustained market penetration. At the end of 
December 1974 only 7.5 percent of Greece's outstanding supplier 
credits were provided by the United States, compared with 23 percent 
by West Germany, 17 percent by France, 12 percent by Italy and 7.7 
percent by the United Kingdom. 


Greek exports to the United States during CY 1974 rose 34 
percent to $123 million, while the U.S. share of Greek exports slipped 
slightly, to 6 percent. Greek customs data show a rise in the sale of 
tobacco, vegetable oils and fats, chemicals and manufactured goods, 
and a decline for foodstuffs and mineral fuels. Despite a sizeable trade 
surplus, the United States experienced its traditional current account 
deficit with Greeceee$522 million during CY 1974«edue to net payments 


on shipping, tourism and emigrant remittances. 


Areas of Special Interest for U.S. Suppliers 


Although budgetary limitations resulted in delays in many public 
works projects, preliminary work on the Athens subway is progressing; 
the Mornos river project continues; and Parliament is debating a bill to 
establish the National Aviation Equipment Industry (formerly known as 
the Hellenic Aerospace Industry). Government plans to expedite the use 
of local energy resources, particularly lignite and the Thassos oil field, 
may generate U.S. export opportunities. In addition, the expected 
receipt of significant projectetied financial assistance from the European 
Investment Bank and the IBRD may create a demand for equipment in 
such diverse fields as irrigation, education and road construction, 


Looking a little further ahead, American equipment has good to 
excellent export potential in many areas, including aviation; construction; 
mining; food processing and packaging; commercial and industrial 
refrigeration; air conditioning; scientific instruments; pollution and 
environmental control; medical care and pharmaceuticals; and ship« 
building, ship repair and marine supplies. Government spokesmen 
recently indicated that the governmentecontrolled Hellenic Industrial 
Development Bank will be revitalized to serve more effectively as a 
channel for foreign exchange to Greek investors. Major capital goods 





imports are being contemplated by the Public Power Corporation 
and other public enterprises, which could offer significant 
opportunities to alert U.S. suppliers of equipment and 
engineering/technical services. 


Investment: Validity of foreign investment law 
confirmed. 


In a well publicized statement on January 28, Coordination 
Minister Papaligouras affirmed that the Greek government would 
respect the constitutional validity of basic foreign invest- 
ment law 2687, but added that revisions of certain contracts 
concluded during the Junta period would be sought where 
"the state and society as a whole have suffered damage." 
Government spokesmen have stressed that Greece is interested 
in promoting mutually beneficial foreign investment. 

Areas of particular promise include mining and minerals 
(alumina/aluminum, nickel, chromite, magnesite, asbestos, 
etc.), fertilizers, petrochemicals, and a variety of heavy 
and light industries. In the longer range, there is a strong 
probability that tourism will again serve as a lure for 
foreign capital. 

By the end of 1974 American investments in Greece under 


basic investment law 2687/53 were about $385 million (out of 
total law 2687 investments of $697 million). In 1974, 

American investment inflow amounted to $10 million of the total 
law 2687 inflow of $67 million. 
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